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KEY ECONOMIC INDICATORS 
(Values in million US$, based on current prices, unless otherwise specified) 


y >, (Wan-dun)3/ 74-75 75-76+/ 
1974/ —1975*/ 1976 = & Change = & Change 


Income, Production, Employment 


QW in current prices 5,325.6 5,619.1 
Per capita GNP in current 

prices 2,400.0 2,497.5 
Manufacturing 1,213.5 1,281.3 
Construction 393.2 441.6 
Plant & Equipment Investment 1,231.0 1,353.2 
Avg. Index of Industrial Production 

—-2nd Quarter (1974 = 100) 104.6 91.3 
Avg. Industrial Wages (per week) 36.9 38.0 
Labor Force (in thousands) 836 
Avg. Unemployment (%) 4.0 


Money & Prices 


Money Supply 
Bank Deposits 
Prime Interest Rate 
Avg. Consumer Price Index 
(Nov. 1972 = 100) 144, 
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Balance of Trade & International Payments 


Exports of Manufactured Goods 4,080.9 2,455.1 
U.S. Share 618.6 510.9 340.5 
Total Exports, f.0o.b. 

(excl. Indonesia) 6,127.5 5,338.0 3,043.2 
U.S. Share 742.8 441.9 
Imports of Manufactured Goods 6,616.5 3,544.4 
U.S. Share 1,158.0 572.9 
Total Imports, C.I.F. 

(excl. Indonesia) 8,062.9 4,214.9 
U.S. Share 1,265.3 602.9 
Total Trade 13,401.0 7,238.1 
U.S. Share 2,008.1 1,044.8 
Balance of Trade -2,724.9 <-1,171.7 
Balance of Payments 406.7 NA 
Foreign Exchange & Gold 
3,134.6 3,256.5 


Reserves 
Ships Arrival (ships over 
75 NRT) 20,201 9,987 
Cargo Handling (million 
freight tons) 52.1 26.8 -13.7 


Main Imports from U.S. for the First Half Year 1976 


Electric machinery (192.0); Industrial machinery (136.1); Aircraft (53.6); Chemicals & 
chemical products (32.5); Telecom Apparatus (12.0); Scientific Instruments (10.9); 


Office machines (10.4); Fruits & Vegetables (8.9); Transport equipment (8.5); Handtools 
(6.1). 


1/ Exchange rate: S$2.31 = US$1.00 3/ Exchange rate: S$2.45 = US$1.00 
2/ Exchange rate: S$2.39 = US$1.00 4/ % change calculated on S$ values. 





SUMMARY 


After the relatively poor performance of their econamy in 1974 and 1975, 
Singaporeans had looked forward to a significant recovery in 1976. Those 
expectations are not being campletely fulfilled. During the first half of 
1976, Singapore recorded a 7.2 percent expansion in its real gross damestic 
product (GDP), representing a slowing from the growth rate achieved in the 
second half of 1975. Moreover, growth during the balance of 1976 may be 
even more subdued and the guess here is that Singapore will not do 
significantly better in the "recovery" year of 1976 than it did in the 
"recession" year of 1974 when it experienced 6.8 percent real GDP growth. 


The explanation for this rather disappointing record, by Singaporean 
standards, lies with both cyclical and structural factors. In the 

first place, the economic recovery in the OECD countries has not been 

as vigorous as had been anticipated. Indeed, there now are fears that 

the recovery in the major industrialized countries, only one and one 

half years old, could abort in the absence of additional fiscal and/or 
monetary stimuli. In,the second place, two important manufacturing sectors -- 
oil refining and transport equipment — are undergoing far-reaching adjust- 
ments which apparently are still unfinished. In these circumstances, 

what thrust the econamy exhibited in the first half of 1976 came froma 
few manufacturing sectors, fram the construction sector, and fram the 
services sector, especially tourism. 


Slack demand and excess capacity in major foreign markets largely negated 
the attractions of Singapore's excellent investment climate. Trade, par- 
ticularly exports, expanded quite rapidly in the first quarter of the year; 
but growth has since decelerated. The United States lost the distinction 
of being Singapore's most important trading partner, notwithstanding a 
marked expansion of Singapore's exports to the U.S. Nevertheless, the 
local market for U.S. goods is large and receptive; selected U.S. products 
remain competitive and should enjoy good sales. 
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CURRENT ECONOMIC SITUATION AND TRENDS 
The Economic and Political Context 


In late spring, Singapore's perceptive leaders discerned a slackening in 
the growth of the major OECD economies and a concomitant deceleration 

in the rate of expansion of world trade. Previously, in April, buoyed 
by late 1975 and early 1976 returns, Finance Minister Hon Sui Sen pro- 
jected economic growth of 7-10 percent for 1976. The Government probably 
was expecting a result at the upper end of this range. However, as the 
figures for the April-June quarter became available -- and with the de- 
cision in Puerto Rico by the leaders of seven major industrial countries 
to concentrate their efforts on reducing inflation -—- the Government's 
forecast was revised downward. On August 9 (Independence Day), Prime 
Minister Lee Kuan Yew announced a target of 6-8 percent growth. Subse- 
quently, this range was put forward as a realistic growth objective for 
Singapore for the balance of the decade. 


These sober projections, which could be a bit on the conservative side, 

reflect an appreciation that the conditions which facilitated the double 
digit growth of the early 1970's are not likely to obtain in the future. 
In the first place, the econamy is now relatively mature, making sizable 
percentage growth that much more difficult to achieve. More significant 
is the fundamental change in the world econamy occasioned principally by 


the quadrupling of the price of oil in 1973/1974 and the possibility that 
further arbitrary increases will occur. Then, there is the (temporary) 
collapse of the Southeast Asian oil boam -—- with Singapore as the 

regional headquarters. Finally, Singapore's competitive position -- 
especially as a producer of labor intensive products -—- has probably been 

_ eroded due to increased production costs, particularly that of labor, 
which have made Singapore unit labor costs among the highest in the region. 


Considering the economic and political implications for Singapore posed 
by continued slow growth in the major industrialized countries and by a 
possible increase in the oil price, the Government may decide to call 
early parliamentary elections. In any event, the Singapore Constitution 
requires that such elections be held before the end of 1977. A renewed 
five-year mandate for the People's Action Party would give the Goverment 
greater flexibility to amend econamic policy and restrain wages -- if 
such actions are perceived as being appropriate to continued econamic 
stability. 


The Singapore Econany 


The softening in the world economy mentioned above was most clearly re- 

flected in the performance of the manufacturing sector. Activity during 
the first half expanded by 14.2 percent over the depressed level for the 
corresponding period of 1975. However, this represented a decline of 5.9 
percent fram the levels of output recorded in the latter half of 1975, a 
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result which mirrored the relatively weak performance of all industrial 
sectors in the first quarter of 1976 (see table). In the second quarter 


Industrial Production 
(1974 = 100) 


1975 1976 
Selected (Quarter) _ (Quarter) 
Industries (weights) I II TL IV Zz Li 


Textiles (24) 92.2 
Clothing (22) 78.4 
Wood processing (28) 76.7 
Petroleum refining (245) 73.7 
Construction materials (103) 95.1 
Machinery and equipment (76) 114.0 1 
Electronics (142) 66.2 

Transport equipment (152) 105.4 1 
All (1000) 87.2 


93. 97.9 92.0. 85.5 
88.2 101.8 101.0 104.5 
115.6 104.7 107.3 

82.6 78.0 78.8 

102.0 96.1 105.3 

167.8 129.1 117.3 

115.7 114.3 142.6 

114.8 103.1 96.9 

108.3 99.6 104.2 
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of 1976 only the clothing, construction materials, and electrical and 
electronics industries recovered sufficiently to surpass the production 
peaks reached in the final quarter of 1975. A few other industries, notably 
petroleum refining, managed to improve slightly on their performance during 
the first quarter; they did not, however, regain the output levels of late 
1975. 


Two important industries -- petroleum refining and transport equipment — 
are afflicted by fundamental problems not readily susceptible to cyclical 
improvement. The refining industry was developed to cover imbalances 
between market demand and refinery production in foreign markets, par- 
ticularly Japan and Australia, and to furnish most of the requirements of 
the SEA region, which has limited refining capacity. This industry has 
been seriously impacted by the slower economic growth and reduced petroleum 
products consumption resulting from the 1973/1974 OPEC oil price hikes. 

The drop in-demand was further exacerbated by the loss in mid-1975 of the 
significant Vietnamese market. Samewhat stronger econamic growth in the 
region permitted the refineries to operate at slightly over 50 percent of 
capacity in the first half of 1976, but this unsatisfactory level represented 
only a modest improvement on the capacity utilization recorded in 1975. 


The transport equipment industry -- which includes shipbuilding and oil rig 
building -- has been adversely affected by the worldwide tanker glut, 
heightened campetition from Japanese and Korean shipyards and the collapse 
of oil exploration activities in the region. Same twenty rigs are laid up 
in Singapore; no new rig orders have been received in almost two years; 

and the backlog of rig orders accumulated in the boom years of the early 
1970's has just about been worked off. In early 1976 one rig builder (a 
partially-owned American firm) and same dozen shipyards which manufacture 
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tugs, supply craft, barges and oil field gear laid off workers. This 
trend should continue into 1977 as other rig builders and shipyards 
camplete work in progress. 


Also affected by the decline in regional oil exploration activity are 
more than 200 supply, service, and construction campanies headquartered 
in Singapore. Some 130 of these are American firms; and, according to a 
recent Embassy survey, their expatriate employees declined by almost 
one-third in the year ending June 30, 1976. Moreover, a further decline 
of same 15 percent is envisaged by June 30, 1977. This decline in per- 
sonnel will be accampanied by an equivalent decrease in the local ex- 
penditures of these firms. However, now that the Malaysian National 

Oil Company PETRONAS has apparently reached agreement with EXXON and 

Shell on a production sharing agreement, oil exploration in Southeast 
Asia could revive somewhat within six to nine months. Such a prospect 

has provided Singapore an immediate salutory psychological boost, although 
the tangible effect on the economy will be same time in making itself felt. 


Investment commitments in the first half of 1976 were up by about 50 per- 


cent fram the second half of 1975, but still almost one-third less than 
the total for the first half of 1975 (see table). Local investment 


Gross Manufacturing Investment Commitments 
(Millions of US $) 


Year i Local 


19732/ 104.4 
19742/ ' 60.6 
19757/ 55.6 
lst Half 197 39.3 

‘> 
Ist Half 19764 12.9 


Exchange rate: 
Exchange rate: 
Exchange rate: 
Exchange rate: 


commitments have been consistently falling since 1973, while foreign 
investment -- traditionally larger and therefore more significant to 
Singapore's econamic progress than local investment -—- is still way dow 
fran pre-1975 levels, reflecting weak demand and excess capacity here 
and internationally. This prolonged slowlown in foreign investment 
commitments will in the future restrain the growth of Singapore's employ- 
ment, production and foreign trade. 
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Activity in the construction sector was largely determined by vigorous 
public sector demand designed to offset the slump in the private sector. 
As a result, output increased by 22.2 percent in real terms compared to 
the first half of 1975. Much of this was concentrated in public housing 
and infrastructure projects; but same revival in the private sector, 
especially in hotel construction, appears to have been a contributory 
factor. 


The services sector maintained its generally satisfactory performance in 
1975. Tourist arrivals, showing surprising strength, achieved a double 
digit growth rate (12 percent) over the corresponding period of 1975. 
However, transport, storage and communications activities, as well as 
financial and banking activities, expanded marginally less rapidly than 
they did in 1975. 


Unemployment has dropped since the end of 1975 and at mid-year was slightly 
above 4 percent of the labor force, down fram a 1975 peak of about 4.5 
percent. The manufacturing sector, particularly the electronics and 
textiles industries, accounted for the majority of the new jobs created, 
more than offsetting the jobs lost in the shipbuilding and repairing in- 
dustry. Thanks to falling food prices, the cost of living, as measured 
by the consumer price index, declined by 1.4 percent in the first six 
months of the year. However, a better gauge as to the underlying rate of 
inflation may be the 3-4 percent increase reflected in various wholesale 
price indices. With wages increasing by about 7 percent, and employment 
up, the average Singaporean should be enjoying higher real disposable in- 
came. 


The gradual recovery of foreign trade which began in the second half of 
1975 continued through mid-1976. Barring unforeseen circumstances, the 
value of exports and imports in all of 1976 should exceed the historically 
high levels of 1974 by a modest amount. Exports, in particular, have shown 
good growth, expanding by 24 percent in the first half, as contrasted to an 
increase of 9.3 percent for imports. The surge in exports narrowed, but by 
no means eliminated Singapore's traditionally large trade deficit. Never- 
theless, the equally customary large surplus in the services account, plus 
capital inflows (including errors and amissions), gave Singapore a surplus 
of approximately $200 million in its balance of payments in the first half 
of 1976. As a result, foreign reserves stood at about $3.3 billion as of 
June 30, 1976. 


The United States slipped to second place, after Malaysia, as Singapore's 
largest trading partner. While Singapore's exports responded well to healthy 
econamic growth in the U.S. in the first six months of 1976, rising in 
excess of $100 million over the year earlier period, imports (primarily 

iron pipes and fittings and non-electric machinery) fram the U.S. declined 
by more than $40 million. The trade surplus, traditionally in favor of the 
U.S. was reduced to only $165 million. 


Other major trading partners remained Japan, the United Kingdam, the FRG, 
Saudi Arabia, Iran and Indonesia. Trade with the two Middle Eastern 
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countries is virtually one way and reflects large crude petroleum imports. 
Figures relating to Singapore-Indonesia trade are not available, but the 
exchange is thought to be substantial. 


IMPLICATIONS FOR THE U.S. 


Outlook for 1977 


Decisive for Singapore will be the path econamic activity takes in the U.S., 
Japan, and Western Europe. Considering the impact a further increase in 
the price of oil could have on world-wide econamic activity, the Singapore 
authorities are legitimately concerned about their near-term prospects. 
Indeed, the Goverrment-influenced Straits Times recently editorialized: 

“The most aminous thing about a new price rise is that it will come into 
operation at a time when the world economic recovery is slowing down. 1977 
is clearly going to be a very difficult year". 


Until the foregoing uncertainties are resolved, Singapore's economy will 
mark time. Real GDP growth for all of 1976 should be in the 6.5 to 7 per- 
cent range. Thereafter, economic activity should respond to developments 
in the industrialized world with a relatively brief time lag that reflects 
the ability of same industries — particularly electronics and textiles -- 
to change course rapidly. If the rate of econamic growth revives in the 
U.S., Japan and Western Europe, Singapore's consumer and industrialized 
goods industries should show further improvement in 1977. The refining 
and capital goods industries, however, will be slow to respond to any 
early improvement in the econamic climate and will probably not show 
significant gains until later in the econamic cycle. Other significant 
constraints on the Singapore economy are the anti-smuggling campaign 

of the Indonesian Goverrment which has interfered with Singapore's exports 
since the beginning of this year and the possibility that the Malaysian 
Goverrment might reinstitute a ban on certain log exports to Singapore. 


The 6-8 percent growth rate generally expected for Singapore in 1977 can 
be realized, this range providing sufficient latitude for the occurrence 
of "normal" unforeseen ciroumstances. A "worst case" hypothesis could 
bring the growth rate below this projected range; on the other hand, it 
is difficult to envisage a scenario which would permit growth much in ex- 
cess of 8 percent. 


Investment 


Singapore remains hospitable to the foreign investor. The economic 
nationalism cammon to many developing countries is totally absent, and 

a receptive Econamic Development Board is prepared to go out of its way 

to assist potential investors. In certain circumstances, the 10-year 

tax holiday can be extended up to a maximm of 15 years. While Singapore 
can perhaps no longer be considered a low wage country, it does possess a 
relatively skilled population and the infrastructure necessary to facilitate 
the quick establishment and early functioning of many manufacturing in- 
dustries. New foreign investment canmmitments including those from the U.S., 
will probably continue to recover only slowly from their 1975 nadir. A 
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return to the levels of the early 1970s is unlikely prior to a significant 
improvement in capacity utilization rates both in Singapore and in major 
foreign markets. 


Trade 


After stagnating in 1976, U.S. exports to Singapore should be able to 
achieve modest growth in 1977. The higher real disposable income of the 
local population could offer interesting opportunities for a variety of 
consumer products, including leisure time articles and sporting goods. 
Intriguing possibilities also exist in the line of institutional kitchen 
equipment and other furnishings for the several hotel extensions which are 
under construction or being planned. Additional promising product cate- 
gories include: 


a. Electronic Industry Production and Testing Equipment. The elec- 
tronics industry in 1976 experienced a dramatic resurgence fram depressed 
1975 production levels; continued, albeit slower, expansion in 1977 seems 
assured. One American firm providing testing services for the electronics 
industry has recently established operations in Singapore. Moreover, the 
industry is expected to commit substantial monies for production and test 
equipment in 1977 to keep pace with export demand. 


b. Advanced Building Technology. Excess commercial and residential 
capacity fran the 1968-1974 building boam is slowly being absorbed; and 
a revival of private construction, already visible in the hotel sector, 
may not be far away. This potential demand, added to extensive public 
construction -- housing and several major projects -- make the building 
sector Singapore's single largest market for imports. The prospects for 
U.S. products, particularly central air-conditioning equipment and heavy 
construction equipment machinery, seem promising. Singapore also is a 
valuable conduit for the re-export of building products and technology 
to neighboring countries. 


c. Energy and Fluid Transfer Systems. A continuing demand for such 
equipment exists in the Govermment's construction program, in the shipyards 
and in the private construction industry. As the econamy continues to re- 
cover, the already significant demand for small capacity diesel A/C genera- 
tor sets, and a variety of pumps, compressors and valves should strengthen. 


Promotions on the preceding themes are planned for the U.S. Regional 

Trade Center in Singapore during the first half of 1977. The Trade Center, 
which has just recently moved into improved quarters is also available to 
individual companies wishing to promote their products in the Southeast 
Asian marketplace. Further details may be obtained from George J. Clausen, 
Director, U.S. Regional Trade Center, Malayan Credit House, Ground Floor, 
Somerset Road, Singapore 9. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington; D.C. 20230, 





LOOKING FOR A GOOD 


et 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce’s Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 
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U.S. INDUSTRIAL OUTLOOK 


Fundamental facts about business distilled 
from the research and analyses of more 
than 100 business conditions experts. 


For those who .need a feel for what is 
happening in the industries their busi- 
ness depends upon. 


An overview of U.S. business that 
shows where the action is expected 
and where the opportunities lie. 


Latest data on product and industry 


shipments, exports, imports, em- 
ployment, with historical data for 
perspective and projections to 

1985. 
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